
 TO: Rules & Open Government Committee FROM: Sharon W. Erickson, 
    City Auditor 
    
 SUBJECT: CITY AUDITOR’S PROPOSED DATE: June 12, 2008 
    FISCAL YEAR 2008-09 WORK PLAN 
 
 
RECOMMENDATION 
 
The City Auditor’s Office recommends that the Rules and Open Government Committee review 
and approve of the City Auditor’s Fiscal Year 2008-09 Work Plan.  
 
BACKGROUND 
 
The mission of the City Auditor’s Office is to independently assess and report on City operations 
and services.  To fulfill this mission, the Auditor’s Office conducts performance audits that 
identify ways to increase the economy, efficiency, effectiveness, and accountability of City 
government, and provide independent, reliable, accurate, and timely information to the City 
Council and other stakeholders.  The City Auditor submits an annual plan to the Rules and Open 
Government Committee for review and approval.  This report presents the City Auditor’s Work 
Plan for 2008-09.  
 
As part of our annual review of potential audit subjects, we solicit audit suggestions from City 
Council members, members of the public, and staff.  We also use information from the City’s 
adopted operating and capital budgets and financial statements to prepare a spreadsheet model of 
potential audit subjects.  The purpose of the model is to help prioritize audit work.  It compares 
the following seven factors: proposed 2008-09 expenditures, estimated 2008-09 revenue, fund 
type, number of staff (budgeted full time equivalents, or FTE), fund balance, audit requests, and 
date of last audit.  The results of the model are attached (see Attachment A).  We generally try to 
give attention to the top 10 items on that list. 
 
DISCUSSION OF PROPOSED AUDIT ASSIGNMENTS 
 
The list of proposed assignments for fiscal year 2008-09 includes a mix of audits and special 
projects that address a wide range of concerns consistent with the City Auditor’s areas of 
responsibility.  We designed the work plan to address what we consider to be the highest priority 
areas, while trying to limit the scope of work to what we can realistically accomplish.  We 
welcome comments and suggestions.  
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ON-GOING ASSIGNMENTS: 
 
1. Annual external financial audit and single audit (contracted audit service) – The City 

Charter requires an annual audit of the City’s financial transactions.  The City Auditor’s 
Office works with the independent certified public accounting firm of Macias, Gini, and 
Co. LLP and the Finance Department to coordinate this effort.  Target date for completion 
of the audit of the June 30, 2008 financial statements:  Nov-2008.  

2. <NEW> Annual audits of library and park bond funds (Measures O and P) and the 
Library Parcel Tax Special Revenue Fund (Measure S) (contracted audit service) – 
These audits will satisfy the City’s obligation for guaranteed annual audits specified in the 
voter-approved bond measures.  Target date for audits of Measures O, P, and S from 
inception through June 30, 2008:  Sep-2008. 

3. <NEW> Semi-annual compliance audits of the City’s investment program (contracted 
audit service) – The City’s Investment Policy requires semi-annual compliances audits to 
determine whether the investments in the City’s pooled portfolio are in compliance with the 
City’s Investment Policy, internal controls, and department procedures.  Macias, Gini, and 
Co. LLP will conduct the audits as of June 30th and December 31st.  Target date for first 
semi-annual review:  Sep-2008. 

4. Semi-annual audit recommendation status reports (on-going) – The City Auditor’s 
Office issues reports on the implementation status of all open audit recommendations as of 
June 30th and December 31st each year.  We also meet with department staff as needed to 
discuss progress towards implementing open audit recommendations.  Target date:  Oct-
2008. 

5. Quarterly Bay 101 compliance reviews (contracted audit service) – The City contracts 
with Kafoury, Armstrong & Co of Reno, Nevada, to conduct quarterly reviews of Bay 
101’s compliance with the 1994 Conditional Approval of Stock Transfer agreement.  In 
accordance with the agreement, Bay 101 reimburses the City for the cost of these reviews.  
Target date:  on-going. 

6. Quarterly fraud hotline monitoring (on-going) – The Office of Employee Relations 
administers the hotline and handles incoming calls.  The Office of Employee Relations 
meets with the City Attorney and City Auditor quarterly to review the status of calls 
received.  Target date:  on-going. 

7. Review of significant requests for proposals (on-going) – As part of the 2004 City 
Manager’s reforms, the City Manager suggested and the City Council approved a directive 
that the City Auditor’s Office review high-profile, complex Requests for Proposals.  The 
City’s Procurement Manual requires the City Auditor’s Office to review any contract 
initiative over $100,000 that meets at least two of the following four criteria:  contract value 
over $10 million, contract term more than 5 years, high degree of complexity, and/or high 
level of interest in the initiative.  Target date:  TBD. 

8. Annual review of TEAM San Jose, Inc. performance – Annual review to determine 
whether TSJ met its performance metrics and all key requirements in the Management 
Agreement as of June 30, 2008.  Target date:  Dec-2008. 
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PERFORMANCE AUDITS AND SPECIAL PROJECTS: 
 
9. Workers’ Compensation (in progress) – The purpose of this review is to assess the impact 

of state reforms and local cost containment efforts.  Target date:  Aug-2008. 

10. Commercial Solid Waste Franchise and AB939 Fees ( in progress) – The purpose of this 
review is to determine if franchise fees have been properly paid and collected by the City’s 
franchised haulers.  Target date:  Aug-2008. 

11. Audit of Retirement Services travel expenses (in progress) – To assess the 
appropriateness of travel expenses.  This review was recommended as a result of a 
purchasing card audit.  In addition, the Retirement Funds were targeted in the 2008-09 
citywide risk assessment (Attachment A).  Target date:  Aug-2008.  

12. Audit of CBO financial reporting and accountability (in progress) – To identify 
efficiencies and improvements in the City’s oversight of community based organization 
(CBO) financial reporting and accountability.  This audit will include a review of the 
relationship with Resources for Families and Communities (RFC), and a review of Pune 
Sister City Committee reimbursements – projects that were added to the Auditor’s Work 
Plan in 2007-08.  Target date:  TBD. 

13. Audits of Redevelopment Agency development agreements (on-going) – Per an 
agreement with the Redevelopment Agency, the Auditor’s Office will conduct audits of 
individual development agreements upon request.  Costs of these reviews are reimbursed by 
the Redevelopment Agency.  Target date:  TBD. 

14. Audit of decentralized cash handling (carryover from FY 2007-08 work plan) – To assess 
the adequacy of internal controls over cash handling.  Target date:  TBD. 

15. <NEW> Service Efforts and Accomplishments (SEA) Report – This would be the first 
in a series of annual reports, issued by the City Auditor, providing data about the cost, 
quality, quantity, and timeliness of City services.  The purpose of SEA reporting is to 
strengthen public accountability and help improve government efficiency and effectiveness.  
It incorporates existing performance measurement data, showing 5 to 10 year historical 
trends, a variety of comparisons to other cities, and the results of resident surveys.  Target 
date:  Dec-2008.  

16. <NEW> Audit of Park Trust Fund administration – In 2006, the Department of Parks, 
Recreation and Neighborhood Services (PRNS) completed an administrative review of the 
Park Trust Fund.  Since the inception of the Fund in 1988, the fund has received more than 
$90 million including in-lieu fees, interest, and other miscellaneous revenue.  The PRNS 
review reconciled revenues and expenditures and identified a need to improve 
recordkeeping, interdepartmental coordination, and the timely disbursement of funds.  An 
audit of proposed policies and procedures was recommended but not completed.  This fund 
was targeted in the 2008-09 citywide risk assessment (Attachment A). Target date:  TBD.    

17. <NEW> Audits of major contracts – The Auditor’s Office will begin a series of audits of 
large contracts to confirm that the City is getting the service that it is paying for, the 
revenues to which it is entitled, and/or maximizing economies of scale by consolidating 
purchases where appropriate.  Target date:  TBD. 
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18. <NEW> Audit of San Jose Conservation Corps agreements – The Conservation Corps 

has at least 8 different agreements with the City and the Redevelopment Agency.  This 
audit would review contract compliance and oversight.  Target date:  TBD. 

19. <NEW> Audit of the permitting process for high-rise residential – To assess the 
timeliness and efficiency of the permitting process from planning through construction.  
This project was targeted in the 2008-09 citywide risk assessment (Attachment A).  Target 
date:  TBD. 

20. <NEW> Audit of auto theft investigations –San Jose recently lost its designation as the 
“Safest Big City” in the nation.  According to the Police Department, this was due in part to 
increases in reported property crimes, specifically auto thefts and burglaries.  The purpose 
of this project is to assess the effectiveness of San Jose’s auto theft investigation efforts and 
benchmark those efforts against other cities.  Police Investigative Services was targeted in 
the 2008-09 citywide risk assessment (Attachment A).  Target date:  TBD. 

21. <NEW> Audit of employee health benefits – To assess the adequacy of controls over the 
procurement, eligibility, monitoring and payment of health benefits and in-lieu payments.  
Employee costs and the Benefit Fund were targeted in the 2008-09 citywide risk assessment 
(Attachment A).  Target date:  TBD. 

22. <NEW> Analysis of Police Department sworn/non-sworn staffing ratios – To assess the 
efficiency and effectiveness of current deployment of sworn versus non-sworn Police 
department employees.  This review would follow-up on a recommendation raised in the 
January 2008 Management Partners report.   Target date:  TBD. 

23. <NEW> Review of community center staffing – To assess the efficiency and 
effectiveness of community center staffing.  With $15.1 million in expenditures and 146 
FTE, this area was targeted as part of the Life Enjoyment category in the 2008-09 citywide 
risk assessment (Attachment A).  This review would provide baseline information about 
staffing levels pending implementation of a Recreation and eCommerce system that would 
track facility usage information.  Target date:  TBD. 

24. <NEW> Review of the cost of traffic control at road construction projects – To assess 
the costs and benefits of using public safety officers to direct traffic at road construction 
projects.  Target date:  TBD. 

25. <NEW> Audit of retirement rolls – To assess the accuracy and validity of City employee 
information provided to the Federated and Police and Fire Retirement Systems.  The 
Retirement Funds were targeted in the 2008-09 citywide risk assessment (Attachment A).  
Target date:  TBD. 

26. <NEW> Audit of animal care and services – The Animal Care and Services Division is 
proposed to move from the Parks, Recreation and Neighborhood Services Department 
(where it has been since inception in July 2001) to the General Services Department in FY 
2008-09.  With a proposed budget of $6.1 million and 66 FTE, the division provides spay 
and neuter programs, animal licensing programs, patrol services, animal adoption and 
rescue programs, and medical services for homeless animals.  The Division is responsible 
for all animal field services for the City of San Jose and the contract cities of Cupertino, 
Los Gatos, Milpitas, and Saratoga.   
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AUDIT ADMINISTRATION AND OTHER RESPONSIBILITIES: 
 
27. Annual audit work plan and monthly status reports (on-going) – The City Charter 

requires the City Auditor to submit monthly reports to the City Council outlining activities 
and findings in the immediately preceding calendar month.   

28. Peer review participation (on-going) –To fulfill our obligation under our reciprocal 
arrangement with the Association of Local Government Auditors for San Jose’s biennial 
peer review, two staff members will participate for up to one week each in the peer reviews 
of other local jurisdictions.   

29. Build and efficiently manage internal capacity to provide effective audit services 
(budget objective) – The Office will be filling four vacant auditor positions over the next 
few months.  We are reinstituting internal bi-weekly audit progress meetings, clarifying 
employee performance expectations, bringing employee performance evaluations up to 
date, and updating internal procedures.  Steve Hendrickson, interim deputy city auditor, will 
be assisting in this effort through December 2008.  

30. Improve the City Auditor’s website (budget objective) – The primary purpose of the City 
Auditor’s website is to provide staff and the public with convenient access to audit reports 
and memoranda.  The website also includes many of the audit procedures and technical 
innovations that the Office has pioneered.  Some of the information on the webpage is 
outdated and needs to be replaced.  The Office will continue to ensure that information on 
the site is current and relevant.  

31. Explore ways to increase cooperation with and provide assistance to City and San Jose 
Redevelopment Agency staff (budget objective) – To facilitate communication and 
coordination of efforts, the City Auditor has been attending the City Manager’s weekly 
agenda review and issues working group meetings. 

32. Provide training to City employees on how to incorporate the Office’s audit approach 
into their management philosophy (budget objective) – For more than a decade, the City 
Auditor’s Office has taught a half-day course on risk assessment and internal controls for 
City employees.  The sessions have drawn 30 to 40 City employees and, based on 
attendees’ written evaluations, have been well received.  In addition, we will conduct at 
least one training session on control self-assessment for staff that is responsible for 
documenting internal controls over financial reporting in compliance with Statements of 
Auditing Standards. 

 
Other projects considered but NOT included on the FY 2008-09 work plan 
 
Our proposed work plan encompasses a broad array of City services and addresses several areas 
targeted by our citywide risk assessment model.  There are a number of audit requests and other 
items that we are unable to accommodate in our work plan due to limited audit resources.  Some 
of those items include (in alphabetical order):   
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• Airport Fiscal Agent Fund (targeted by the 2008-09 citywide risk assessment) 
• Convention and Visitors Bureau (carryover from FY 2007-08 work plan – new agreement 

with the City may be pending and it may be more useful to audit to the new agreement 
once completed) 

• Housing rehabilitation (carryover from FY 2007-08 work plan – HUD just completed a 
review of the program) 

• Information Technology department (carryover from FY 2007-08 work plan – an IT 
consultant has just completed an IT security review) 

• Library services (targeted by the 2008-09 citywide risk assessment) 

• Public Works’ cost estimating process (carryover from FY 2007-08 work plan) 

• Risk management (carryover from FY 2007-08 work plan) 

• San José B.E.S.T. (audit request – a strategic planning process is underway and it may 
be more useful to audit at a later date) 

• Vehicle maintenance procedures (carryover from FY 2007-08 work plan) 
 
Next Steps 
 
As audit work proceeds, I will forward to the City Council monthly reports describing the status 
and progress towards completing audit projects.  As part of our normal audit process, we will 
notify you when we start each audit to determine if you have any interest or concerns that we can 
address during our audit.  This is intended to ensure that our audits are responsive to your needs.  
Any subsequent additions to the Work Plan will be forwarded to the Rules Committee for 
approval.  Generally, audit reports will be heard by the Public Safety, Finance and Strategic 
Support Committee unless the item is considered to be of interest to the full City Council.   
 
 

  
 Sharon W. Erickson 
 City Auditor 
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Attachment A:  Citywide risk assessment model 
 














